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less accrued depreciation. The Appraiser must include consideration of 

physical depreciation, functional obsolescence (including super adequacies) 

and external obsolescence in the estimate of accrued depreciation and apply 

the resulting calculation of the Contributory Value to the comparable sales. 

 

(F) Income Approach Based Methods 

 

(1) Gross Rent Multiplier Method 

 

If the Property is located in a market where the Appraiser can 

calculate a GRM, and rental data for properties with similar special 

energy components is available, the Appraiser must extract an 

adjustment relevant to the rental value of the feature from the analysis 

of those similar rentals and apply the appropriate GRM factor to 

calculate an adjustment for the comparable sales. 

 

(2) Net Income/Savings Capitalization Method 

 

The Appraiser may use an income approach solution based on 

capitalization of savings attendant to the alternative energy source. 

The Appraiser may estimate the present value of the future benefit 

using the discounted cash flow technique or commercially available 

tools; however, the Appraiser must be competent to use them and 

provide an explanation of the analysis. 

 

(G) Reconciliation of the Approaches 

 

The Appraiser may elect to utilize some of the tools and training available 

from professional organizations and energy-related firms. The Appraiser must 

provide a credible analysis and reconciliation explaining the methodology and 

support for the adjustment. 

 

As related to special building components, the Appraiser must provide an 

analysis of the information and conclusions supporting the application of 

adjustments. 

 

The Appraiser must reconcile all the methods utilized and resolve to a final 

opinion of the adjustment, analyzing both the quantity and quality of 

available data. 

 

(iv) Property Assessed Clean Energy 

 

(A) Definition 
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Property Assessed Clean Energy (PACE) refers to programs that may provide an alternative 

means of financing energy and other PACE-allowed improvements to residential Properties 

using financing provided by private enterprises in conjunction with state and local 

governments. Generally, the repayment of the PACE obligation is collected in the same 

manner as a special assessment tax is collected by the local government, rather than paid 

directly by the Borrower to the party providing the PACE financing. 

 

Generally, the PACE obligation is also secured in the same manner as a special assessment 

tax against the property.  In the event of a sale, including a foreclosure sale, of the property 

with outstanding PACE financing, the obligation will continue with the property causing the 

new homeowner to be responsible for the payments on the outstanding PACE amount.  In 

cases of foreclosure, priority collection of delinquent payments for the PACE assessment 

may be waived or relinquished 

 

(B) Required Analysis and Reporting 

 

The Appraiser must review the sales contract and property tax records for the Property to 

determine the amount outstanding and the terms of the PACE obligation: 

 if the Mortgagee notifies the Appraiser that the subject Property will remain 

subject to a PACE obligation,  

 when the Appraiser observes that the property taxes for the subject Property are 

higher than average for the neighborhood and type of dwelling, or  

 when the Appraiser observes energy-related building components or equipment 

or is aware of other PACE-allowed improvements during the inspection process.   

 

The Appraiser must report the outstanding amount of the PACE obligation for the subject 

Property and provide a brief explanation of the terms.  

 

Where energy and other PACE-allowed improvements have been made to the Property 

through a PACE program, and the PACE obligation will remain outstanding, the 

Appraiser must analyze and report the impact on value of the Property, whether positive 

or negative, of the PACE-related improvements and any additional obligation (i.e., the 

PACE special assessment). 

 

(e) HUD Real Estate Owned Properties  

 

i. Definition  
 

A HUD REO Property, also known as a HUD home or a HUD-owned home, refers to a one- to four-

unit residential Property acquired by HUD as a result of a foreclosure on an FHA-insured Mortgage 

or other means of acquisition, whereby the Secretary of HUD becomes the property owner and offers 

it for sale to recover the mortgage insurance claim that HUD paid to the Mortgagee. 

 



II. ORIGINATION THROUGH POST-CLOSING/ENDORSEMENT 

D. Appraiser and Property Requirements for Title II Forward and Reverse Mortgages 

12. Programs and Products 

 

 

ii. Standard  
An appraisal may be ordered on a HUD REO Property as one of one or more evaluation tools to 

establish list price or subsequent price adjustments.  

 

(A) Assignment Type 


